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FOREWORD 


The provision of basic services to all resident of Umtshezi municipalil^ 
in 2005/2006 has not met consumer demands due to insufficient funds 
and infrastructure backlog.Umtshezi municipality as like those other 
municipalities that were established in terms of the Munici^l 
Structures Act is composed of urban,township,rurai and farm areas.My 
municipality is struggling hard to close the gap amongst these areas. 

Our assets ate old and as a result makes it difficult to address our 
community needs as it is required in terms of our constition of the 
Republic of Sooth Africa .Our vehicles are experiencing mechanical 
breakdown and this slow delivery of basic sevices to our 
communities.It is very difficult to attend fires due our fire vehicles that 
are beyond repairs.Our traffic vehicles are beyond repairs and this cost 
council so much to keep these vehicle moving.Our graders are now 
irrepairable. 


Limited resources make it difficult to satisfy the big demands from our 
communities as it known most municipalities are experiencing the 
ongoing unemployment which result in poor payment of services to our 
consumers.It has been very difficult to collect all our debts as the 
Finance department has been without director appointed to run the 
department.As the director has been employed it is expected our debt 
collection may improve.Not much has been achieved in our capitol 
project in 2005/2006 as our budget was approved on condition that 
our capital expenditure must be based on our collected revenue. 


The revenue that we collect from rates,seivices rendered,traffic fines 
and other tariffs of charges are too little to address the infrasture 
backlog.And the fact that the National government has not inade 
municipal infrastructure grant available,it makes it difficult to address 
infrastructure backlog.The issue of electrification license which is 
owned by Eseom make it difficult to speed up the provision of 
electricity as they have their own priorities. 


In attempt to Improve our services delivery to our communities the key 
positions of Finance director and community services director has been 
appointed,housing component is in place,electrification 
taking plaee.Selection of ward committees are almost complete.Newly 
elected councillors have been trained.Free basic electricity has started 
but not complete.Fire gel equipments have been started but not 
compiete.Indigent programme is in place. 



With the newly elected capable councilors it is expected that all 
problems that were caused by the change of power because of floor- 
crossing legislation in 2004 September will be the thing of the past and 
tangible delivery will be seen by our communities with support from all 
councilors. 


His worship the Mayor cllr.M.L.Shelembe 


2r jo f 1200 C 



Compilation Process 


y The 2CX)64 7 budget compilation process started around 
December 2005 but with little success as the schedule of 
activities detailing the process to be followed was not 
adhered to. The draft budget was tabled on 28 April 2006, 
which Is almost a month later than S 16(2) requirement. In 
as much as one can attribute the variances to municipal 
elections programme and to the implementation of new 
budget format (SAMAP) as required by MFMA, the 
municipality managed to obtain a council approved budget 
before the start of the financial year. The municipality had 
serious problems on collecting all the budgeted revenue and 
this had a crucial impact on the non- implementation of 
budgeted capitol projects. 

Budget Monitoring 

/ The finance department has done to its best to make sure 
only the budgeted expenditure is incurred by the 
municipality. It is a known factor that it is very difficult to 
monitor budgeted expenditure to the last digit. This is one 
of the reasons why we have provisions of S 28 and S 31 of 
MFMA. 

✓ Monthly reports on budget actuals have always been printed 
and forwarded to respective directorates to review and give 
feedback to finance department. 


Adjusfm&its and Shifting of Funds 

/ During the month of February 2CX)5 a need to adjust the 
budget was inevitable, as the municipality could not 
Implement the budgeted capital expenditure. Also there was 
promising improvement in the revenue collection. During this 
time the department embarked on focusing on making direct 
follow up on large amounts owed by businesses and 
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government departments. The campaign yielded good results 
but lacked consistency. Necessary steps were taken to 
adjust the annual budget but unfortunately the processes 
could not finalised. 

During the financial year requests from different 
directorates have been coming through to the department 
to consider moving of funds between line items within the 
respective departmental budgets 


5 . 





□ Bitting 

^ The billing of rates, services and sundry accounts is done on 
monthly basis timeously. For financial year ended 30 June 
2006 the department managed to meet all deadlines in 
respect of billing services. The department has done meter 
reading on time, issued statements on time, produced and 
processed cut off list accordingly, where necessary has 
raised interest and penalties accordingly. Also it is good to 
mention that banking was done accordingly with the external 
service provider (Fidelity Cosh Management services). 

v' It must also be mentioned that there were challenges, which 
the department encountered during this f inanciol year and 
need urgent council intervention in order to address the 
situation accordingly. KwaNobamba area (ward 5) and 
Mimosadale area (ward 3) was billed but statements not 
delivered for almost four months within this financial year. 
This has a serious impact on the revenue collection and 
needs to be addressed accordingly. Also the department 
encountered problem of an armed robbery in April in which 
it was fortunate that there were no injuries. The matter 
was reported to SAPS and the municipal insurance company. 
The insurance company is handling this issue and refunds for 
assets lost arc being received but are not yet complete. 
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□ Debt Collection 

/ The revenue section within this department has been 
performing this functioning fairly well but unfortunately 
results are just not satisfactory. The provincial department 
of local government housing and traditional affairs 
intervened and selected our municipality together with 
Hibiscus Coast municipality in provincial pilot project to 
assist municipalities with very high outstanding debtors 
within the province. The department has funded this project 
with Rl,8m and have done the appointment of service 
providers for the both municipalities. Two service providers 
were selected PSU International and Zader Municipal 
Solutions. PSU international was commissioned to focus on 
the data cleansing and consumer profile while ZMS will 
focus on the debt collection. Because the project is huge, 
more time has been spent on the logistical plonning issues 
and is expected to start yield results within the first 
quarter of 2006& 7 financial year. 

□ Indigency 

The municipality is faced with very high levels of 
unemployment hence very high levels of non-payment. This 
results in having more than 50% of the municipal 
outstanding debt owed by the consumers who qualify for an 
indigent subsidy. The current indigent consumer income 
bracket is less than or equal to RBOO.This is very difficult 
situation as most of the time it becomes economically 
impractical and not cost effective to collect the outstanding 
debt. This therefore becomes a serious challenge, as the 
accounting officer in terms of MFMA has to take all 
reasonable steps to collect all monies owed to the 
municipality. It is this with regret that has to mention that 
the status of indigency register is just not a true reflection 
of the economic status of the municipality. 
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□ St^h'er database management 


Currently the municipality is maintaining database for its 
supplier. Supplier database forms are always made available but 
we still have problem being up to date with capturing due to 
staff shortage. Also for this financial year we were unable 
maintain supplier database to the extent that it takes into 
consideration issue addressed in the existing procurement 
policy. Within our procurement policy issues of the preferential 
procurement act, black economic empowerment act and oil other 
reloted legislation are considered. 

□ Procurement policy implementation 

The department has done its best to comply with the council 
procurement policy and the related treasury regulations. The 
challenges we faced during this financial year can be related to 
staff shortage, lack of adequate training of officials and poor 
communication between departments. 

Let me take this opportunity to present the financial status of this 
departmental report of the Umtshezi Municipality for the year ended 30 
June 2006. The published financial statements and the usual statistical 
returns are prepared. 


1. SUMMARY OF TOTAL INCOME AND EXPENDITURE 







92 817 

90 337 

88 450 

EXPENbmjRE 

92 342 

89 803 

87 420 

SURPLUS/CDEFIOT) 

475 

534 

1 030 






Included in this, additional contributions to funds were made as 
follows: 
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These contributions were over and above budgeted amounts. 


EXPENMTURE 1 6 647 I 16 843 1 8 242 



Reasons for major variance from the budgeted amount is due to cash 
flow problems experienced during the year, which curtailed 
expenditure not of an essential nature. 
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2. REVIEW OF OPERATTONS - ALL SERVICES 
\) RATE ANb GENERAL SERVICES 


OPEI^5TiN6 

liilcbAi-;;;; 

;;200i5/2006 

:'S£r!, 'M 
, ■;;; 

2 ( 36 ^/ zoos ;; 

: 

assessment 

RATES 

19 665 

20 180 

18 610 

SRANTS AND 
SUBSIDIES 

7 803 

8 362 

6 578 

TARIFF AND 

SERVICE CHARGES 

8 809 

7 292 

10 016 

CONTRIBUTIONS 
FROM TRADING 
SERVICES 


3 000 

3000 

OTHER INCOME 

3 522 

2 674 

2 679 

INTEREST EARNED 

2 525 

2 334 

2 295 



sa^gfesf 



COMMUNITY 

SERVICES 

36 497 

34 481 

34 915 

SUBSIDISED 

SERVICES 

1 181 

1 239 

2 015 

ECONOAAIC 

SERVICES 

5 143 

5 671 

5 500 


There were no major variances between the original estimates and 
the actual results for 2005/2006 financiol years* 
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ii) TftAblNie SERVICES 


:d);iELECTRIC^' ' 

20^/2006- 

iiiiT : . ■ ■ !■■■■■ , ' V " 

1... 

ms-oooi-- ' 

2005/2006; 

. ESfEMATEf:- , 

' 'SbiD:,- 

^20^2005 



OPERATING 

INCOME 

48 543 

46 532 

45 034 

OPERATING 

EXPENDITURE 

48 387 

46 964 

44 940 

SURPLUS 

(DBFiern 

156 

432 

94 


Again, there were no major variances between the original estimates 
and the actual results for 2005/2006 financial year. 

3. EXTERNAL LOANS. INVESTMENTS ANO CASH 

The external loans outstanding on 30 June 2006 amounted to R 7 
200. These arc reciprocal loans with other local authorities from loan 
redemption fund at a maximum interest rate of 10% and is used to 
fund copitol projects. 

Investments totolled R 18 925 200 on 30 June 2006 (R 32 229 096 
in 2005). 

Bonk overdraft amounted to R1 733 192 (R 89 603 overdraft in 
2005). 
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COMSQLIbATEb CAPITAL ANb bEVELOPMEhTT FUND* 


The following schedule reflects the amounts accumuloted in the 
various Capital bevelopment Funds over the post three years. 


BAUNCE AS AT 




li^20p5p$/3Dii 

eoMW6/30 

RATE ANb 
GENERAL 

SERVICE 

36 401 480 

33 970 617 

30 842 397 

ELECTRICITY 

SERVICE 

29 837 484n 

27 566 230 

26 058 338 


66 238 964 

61 536 847 

65 264 983 

LESS: advances 
TO BORROWING 
SERVICES 

(36 613 936) 

(36 267 099) 

(44 042 811) 


Compulsory contributions have to be mode to the fund at 3 % of the 
previous year's income from the operating occount. Advances are 
made from the Consolidated Copital Fund for the finoncing of capital 
outlay at the rate of 10% per annum. The eornings (interest) is 
divided, 50% eoch, between the fund and the operating account. In 
accordance with the foregoing, the following interest has been 
credited to income in relief of rates and tariff charges over the past 
three yeors: - 


SERVICE 


BALANCE AS AT 


iiSliwiiiii 

RATES & 

GENERAL 


ELECTRicrry 
SERVICE 


1 172 664 


1 544 757 


1 682 892 


766 392 


1 346 995 


671 264 
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PUBLIC IMPROVEMENT FUND 

Revenue In this fund Is derived molnly from the sale of land, l.c. the 
difference between purchase, development and sale. Advances are 
made from this fund for the financing of capitol outlay and 50% of 
all Interest earned Is credited to the Rate and General Services 
operating account. The following schedule reflects the accumulations 
over the past three years. 



;■ Lil V-' K'''!" ”■ 


ws 


accumulated 

18 205 676 

17 432 686 

16 850 694 

LESS: ADVANCES 
TO BORROWING 
SERVICES 

(2 709 263) 

(4 821 126) 

(5 216 344) 

INVESTED IN 
ASSETS, 

DEBTORS AND 

EXTERNAL 

INVESTMENTS 

15 496 413 

12 611 560 

11 634 350 


In accordance with the above, the following Interest has been 
credited to income In relief of rates and tariff charges over the past 
three years: 


L, 

' -v J.- r ' '.V' y, ' 

.J.l 'l' ■- IVI 

■ ■' j , 1 ii i-.'i;-- ^ ■ , I , , 'l_ h"|, . : .' ■■ ■ i," ^ :r i> ■' ■ 


'Il KM l". ■* i j! ■ j ■'' 

i; r ^ -.V,™ 


INTEREST 

388 013 

504 261 

489 939 


EXPRESSION OF APPRECIATION 

I would like to express my gratitude to all the Councillors for their 
support and to the staff for their assistance in the preparation of 
these finonclol statements. 
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director 


deputy director 


JT OFFICER 


ACCOUNTANT EXPENDITURE 


STOREMAN BUYER 


SENIOR ACCOUNTINS CLERK - 
SALARIE5/EWA6ES 


SENIOR ACCOUNTINS CLERK: CREDITORS 


SENIOR ACCOUNTINS CLERK: DATA 
PROCESSENS 


SECRETARY 


STOREMAN 


CLERK SRADE 1: CREDITORS 

CLERICAL ASSISTANT: SALARIES/WASES 


CLERICAL ASSISTANT COSTTN6 

CLERICAL ASSISTANT: DATA PROCESSINS 
CLERICAL ASSISTANT; DATA PROCESSINS 
STORES ATTENDANT 


MESSEN6ER / CLEANER 


I 


M HLOBA 


SL BECKER 


vacant 


HW O' BRIEN 


NJ VAN HEERDEN 


T MBHELE 


FROZEN 


LSNEIZEL 


T NAIDOO 


R DONNELLY 


S BASOTHIPARSAD 







AZ MBATHA 


MS KHANYEZA 


ACCOUNTANT: REVENUE 


SENIOR ACCOUNTIN6 CLERK: 


SENIOR ACCOUNTING CLERK: RATES 


SENIOR ACCOUNTING CLERK: CREDIT 
CONTROL 


SENIOR ACCOUNTING CLERK: WEENEN 


CLERK GRADE 1: CONSUMERS ^ 


CLERK GRADE 1: SUNDRIES/LOANS/RENTALS 


CLERK GRADE 1: WEENEN 


SENIOR METER READER 

METER READER 

METER READER 

CLERICAL ASSISTANT: CASHIER: WEMBEZI 
CLERICAL ASSISTANT: CASHIER 


CLERICAL ASSISTANT: CASHIER 

CLERICAL ASSISTANT; ENQUIRIES 

CLERICAL ASSISTANT: REVENUE: WEMBEZI 


CLERICAL ASSISTANT: REVENUE 


CLERICAL ASSISTANT: REVENUE ^ 


CLERICAL ASSISTANT: INDIGENT SUPPORT 


CLERICAL ASSISTANT: CREDIT CONTROL 


CLERICAL ASg^TANT: CREDIT CONTROL 


CLERICAL ASSISTANT: WEENEN 


CLERICAL ASSISTANT: WEENEN 


CLERICAL ASSISTANT: WEENEN 


CLERICAL ASSISTANT; WEENEN 


MESSENGER/CLEANER: WEENEN 

METER READER ASSISTANT; UBOURER 
METER READER ASSISTANT: LABOURER 
meter reader ASSISTANT: LABOURER 


VACANT 


Y O' BRIEN 


CA HEDGCOCK 


S ROOPNARAIN 


ASB ASA^L 


AKTGOBA 


P SEWRAJ 
TN DE PONTES 


P SHAW 


5 VAN WYK 


V HUNSRAJ 


NR SHABALALA 




SN MVEUSE 


GM DIEDRICK 


VACANT 


VACANT 


VACANT 


FRC^EN 


MA DUBAZANA 


TP MLAMBO 


MA HADEGE 


SS MVELASE 


TA STTHOLE 


S RAMDIN 


DE KHANYILE 


SR MCHUNU 
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CC0UNTIN6 


r OLICIES 


1. Basis of prcscntQtiOD 

1.1. These financial statements have been prepared so as to conform to 
the standards laid down by the Institute of Municipal Treasurers 
and Accountants in its Code of Practice (1997) and Report on 
Published Annual Financial Statements (Second edition - January 
1996). 

1.2. The financial statements are prepared on the historical cost basis, 
adjusted for fixed assets as more fully detailed in Accounting 
Policy, Note 3. The accounting policies are consistent with those 
applied in the previous year, except if otherwise indicoted. 

1.3. The financial statements are prepared on the accrual basis: 

Income is accrued when measurable and available for finance 
operations. Certain direct income is accounted for when received, 
such as traffic fines and certain licences. 

Expenditure is accrued in the year it is incurred. 

2. Consolidation 

The financial statements include the Rate and fieneral services. 
Housing services. Trading services and the different funds and 
reserves. All inter departmental charges are set-off against each 
other, with the exception of assessment rates, refuse removal, 
sewerage, electricity, water and premiums charged by the insurance 
fund, which are treated as income and expenditure in the respective 
departments. 

3. Fixed Assets 

3.1. Fixed Assets are stated: 

• at historical cost, or 

• at valuation (based on the market price at date of acquisition), 
where assets have been acquired by grant or donation or 
repossession, while they are in existence and fit for use. 



3.2. bcprecigtion 


The balance shown against the heading "Loans Redeemed and Other Capital 
Receipts" in the notes to the balance sheet is tantamount to a provision for 
depreciation, however, certain structural differences do exist. By way of 
this Provision, assets are written down over their estimated useful life. 
Apart from advances from the various internal funds, assets may also be 
acquired through: 

• Appropriations from income, where the full cost of the asset forms 
an Immediate and direct charge against the operating income, and 
therefore it is unnecessary to make any further provision for 
depreciation. 

• Grant or donation, where the amount representing the value of such 
grant or donation is immediately credited to the "Loans Redeemed 
and Other Capital Receipts" account, 

3.3. All net proceeds from the sale of fixed property are credited to the 
Public Improvement Fund. Net proceeds from the sale of all other 
assets are credited to the Capital Development Fund. 

3.4, Fixed assets are financed from different sources, including external 
loans, operating income, contributions and internal advances. These 
loans and advances arc repaid within the estimated lives of the 
assets acquired from such loans or advances. Interest is charged to 
the service concerned at the ruling interest rate applicable at the 
time that the advance is made. 

4, Inventory 

Inventory is valued at cost, determined on the weighted average 
basis. 

5. Funds and Reserves 
5.1. Capital Development Fund 

The Local Authorities Ordinance No. 25 of 1974, requires a minimum 
contribution of 3,0 percent of Revenue income of a local authority 
for the financial year. One half of all interest earned by this fund 
remains in the fund and the other half is credited to the 
appropriate revenue account. 



5.2. Loan Redemption Fund 

The redemption of Estcourt stock is provided for by the annual 
contribution, from borrowing accounts calculated on the estimated 
lifespan of assets acquired, in equal instalments. Internal loans are 
repaid in relation to the lifespan of the asset. Redemption on 
government loans is paid half yearly on an annuity basis. 

5.3. Public Improvement Fund 

The Local Authorities Ordinance No. 25 of 1974, stipulates that this 
fund be maintained in respect of all property belonging to the 
Municipality, which is not utilised for a specific purpose relating to 
the provision of services. Fifty percent of all interest earned by this 
Fund is credited to Rate and General Services revenue account, 

5.4. Reserves 

5.4.1. Vehicle Insurance Reserve 

A reserve is maintained to provide for minimum payments due in respect of 
Insurance claims, and replacement (if necessary). 

5.4.2, Repairs and Maintenance Reserve 

This reserve is maintained to provide for extraordinary expenditure 
required on repairs to Buildings, Plant and Vehicles. 

5.4.3, Estates Reserve 

A reserve is maintained to provide for repairs and maintenance to Houses 
held as assets of the Rate and General Services. 

5.4.4. bedicated Ho using Account 

In terms of Council Resolution no. 373.8.94 (para. 3) contributions to the 
Rental Loss-and Community Facilities Reserves were suspended, but a 
Maintenance Reserve is still maintained and paid to the bedicated Housing 
Account. 

6. Employee Benefit Funds 

6.1. ,Totnt Municipal Pension Funds (Superan nuation. Retirement Fund 
and Provident Fund); 

The Umtshezi Municipality and its employees contribute to the 
KwaZulu -Natal Joint Municipal Pension Fund and its councillors to 
the Municipal Councillors Pension Fund, which provides retirement 
benefits to such employees and councillors. 

The Retirement Benefit Plan is subject to the Pensions Funds Act, 
1956, with pensions being calculated on the final pensionable 
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remuneration poid. 

Current contributions are charged ogainst operating income on the 
basis of current service costs. Unfavourable experience 
adjustments and the cost of securing increased benefits are written 
off over the lesser of the remaining period of service of employees, 
or five years. Favourable experience adjustments are retained in the 
Retirement Benefit Plan. 


Full actuarial valuations are performed at least every three years. 

6.2. The Umtshezi Municipality and its employees contribute to the 
Natalmed and Prosana Medical Aids, which provide medical aid 
benefits to employees. 

The medical aids are subject to the Local Authorities Ordinance 
(Natal) No 25 of 1974. Current contributions are charged against 
operating income on the basis of current service costs. 

7. Surpluses and Deficits 

Any surplus of deficit arising from the operation of the various 
services are retained in those services for their own use. A 
contribution In relief of Rates is effected from Electricity Service 
to Rate and (General Service. Any surplus or deficit on the Housing 
Service is accounted for against (Government Subsidy on the various 
schemes. 

8. Treatment of administration and other overhead expenses 

The costs of internal support services are transferred to the 
different services in accordance with the estimated time spent and 
cost of facilities used. 

9. Leased Assets 

Leases are treated os operating leases and the relevant rentals arc 
charged to the operating account in a systematic manner related to 
the period of use of the assets concerned. 



10. Investments 


Investments arc shown at the lower of cost or market related value 
if a permanent decline in the value occurred and are invested as per 
the Local Authorities Ordinance No. 25 of 1974. 

11. Income recognition 

11.1. Electricity and Water Billings 

Meters on all properties are read and billed monthly. 

11.2. Assessment Rates 

The Umtshezi Municipality applies a differential rating system. In 
terms of this system the assessment rates are levied on the Land, 
Building and Building clause value of property and rebates are 
granted according to the zoning of- and the area in which a property 
is located. 
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INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2006 


2005 

Actual 

Income 

2005 

Actual 

Expendttune 

2005 

Surplus/ 

(Deficit) 


2006 

Actual 

Income 

2006 

Actual 

Expenditure 

2006 

Surplus/ 

(Deficit) 

2006 

Budget/ 

Surplus/ 

(Deficit) 

R 

R 

R 


R 

R 

R 

R 

43 180 306 

42 429 723 

750 584 

FlATE AND GENERAL 
SERVICES 

44043 441 

43 908 627 

134 815 

966 777 

36 822 761 

921 874 

5 436 672 

34 914 406 

2 015 273 

5 500 044 

1 908 355 
(1 093 399) 
(64 372 ) 

Community Services 
Subsidised Services 
Economic Services 

j 

36 497 107 

2 268445 

5 143 075 

(86 446) 
(1 181 820) 

1 403 081 

2 557 513 

(1 239 281) 
(351 455) 

236 458 

50 636 

155 B22 

HOUSING SERVICES 

230150 

46 456 

183 692 


45 033 578 

44 936 505 

93 973 

TRADING SERVICES 

48 543 496 

4B 387104 

156 392 

(432 642) 

88 450 342 

87419 964 

1 030 379 

TOTAL 

92 817 055 

92 342 159 

474 899 

634135 


Appropriation for 
this year 

Net turplL»/(deflclt) 
fot this year 

Unappropiiated surplus/ 
accumulated (deficit) 
beginning of the year 


UNAPPROPRIATED 
SURPLUS/ ACCUMUL- 
ATED (DEFICIT) 

END OF THE YEAR 










































NOTES TO THE FINANCIAL STATEMENTS AS AT 30 JUNE 2006 


1 FUNDS 

Capital Development Fund 
Dedicated Housing Account 
Loan Redemption Fund 
Public Improvement Fund 
{Refer to Appendix A for more detaii) 

2 RESERVES 
Estates 

Repairs and Maintenance 

Vehicle Insurance Fund 

(Refer to Appendix A for more detail) 

3 TRUST FUNDS 

4 LONG TERMS LIABILITIES 
Local Registered Stock 


61 


2006 

2005 

R 

R 

66 238 964 

61 536 847 

1 447 755 

2 360444 

691 

72 

18 205676 
-'65SS5287 ' 

17 432 686 
— 61 330 04^ 

171 097 

166 895 

1 007 162 

1 018 691 

448150 

— TBSBTnr ■ 

451 775 
TBSTW 

7 200 

7 200 


(Refer to Appendix B for more detail on long term liabilities ) 

LOCAL REGISTERED STOCK 
Carries interest at 10% per annum 
and is repayable on 30/06/2013. 

5 CONSUMER DEPOSITS 
Electricity 

Guarantees in lieu of Electricity Deposits 

6 FIXED ASSETS 

Fixed assets at the beginning of the year 
Capital outlay during the year 
Less: Assets written off during the year 
Total fixed aseete 

Less: Loans redeemed and other capital receipts 

Net fixed aseeta 

(Refer to Appendix C and section 2 of the Director: 
Finance's Report for more details on fixed assets) 

7 INVESTMENTS 
Unlisted 

Long term deposits 

Other deposits 

Total Unlisted Inveetments 

TOTAL INVESTMENTS 


1 647 607 1 6B1 475 


2 323 079 

2 348 259 

110 871 509 

102 709 056 

6 647 662 

8 242 126 

231 874 

79674 

117 287 295 

110 671 509 

76 474 748 
40 812W 

68 808 607 
42 082 001 


3 265 200 

99 200 

15660 000 

32129 896 

18025200' 

32'220 006 


18025 200 

32 229 096 


Average rate of return on investments 


6.5% 


6.75 % 
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Section 13 of the Municipal Finance Management Act No 56 of 2003, requires local authorities to Invest funds which ate 
not immediately required, with prescribed institutions. 

Investments totalling R2 219 898 have been written off during the year as a result of 
mismanagement by SA Corporate Brokers 

Investments amounting to R 50 000 are pledged as security with Financial Insitutions for funding of 


housing loans to staff members. 

8 LONG TERM DEBTORS 
Land Sale loans 
Housing and other loans 

Less: Shortterm portion of long-term deWors 
transfemed to current assets 


9 INVENTORY 

Inventory represents consumable stores, raw .materials 
and finished goods. Where necessary, specific provision 
is made for obsolete inventory. 

10 DEBTORS 

Current debtors (consumer and other) 

Amounts paid In advance 

Less; Provision for bad debt 

h is COiindrs Prttey to cwiy * «Mrvo or Stnt rf wWMidlfig dobtora at »+ mtniJi rates. 

Outstanding debtors Includes an amount of R 4 459 087owed beyond 
30 days by National or Provincial Departments & Public Entities 

Amounts totalling R 16 555 were written off as bad 
debts. This represents .02% of Incsome. 


1 1 DEFERRED CHARGES 
Prelimary Expenses 
Commission 

Assets Written Off 

12 PROVISIONS 
Audit Fees 

Leave Accumulation 

(Refer to Appendix A for more detail) 

13 CREDITORS 
Trade Creditors 
Deposits other 

Amounts received in advance 


14 ASSESSMENT RATES 


Rateable Land, Buildings and Building Clauses 

Residential 

Commercial 

Industrial 

Other 

Total 


2006 

2005 

R 

R 

858 986 

672 872 

1 285 781 

1 289 561 

2144 707 " 

1 962 433~ 

56 564 

55 846 

— 2066203 ■ 

1006680 


601 628 

637 971 

57 676 490 

49 519 769 

1 567 394 

1 270 436 

(8 025 835) 

(6 851 872 ) 

~51 210 049 

' 43 838 333 



- 

- 


354 305 

542 247 


1 206 035 

1439448 


1 500 340 ■ 

— rSBTW 


6 240 690 

4 821 598 


13 668 

15 368 


19 679 989 

30 026 863 


2S 034 347 " 

34663 030' 

Site 

Actual 

Actual 

ValuStianA 

Income 

Income 

atDtJUlylHM 

2005/2006 

2004/2006 

R^OOO 



276701 MkJ 

8 923 129 


} 18 610 331 

100 »7 707 

} 


} 

16 611 3W 

} 8 376 533 


> 

58 114 405 

2 365 981 



454 026 300 

19 065 643 

10 010 sir 



Voluttiorw on land and buidinoa an* parfonnad *V*ry flvo yaare. Tha 1a»t vaiuaOon cama 
into •ftoet em 01 July 1996 in Sneourt and Wambtzl and pn 01/07/97 in Weenen, 
Eatcourt and WembezI 

Tha b»ic r*l* was R0.3696 in tb* Rand on land and PO.OOaZM In tha Rand on buildings, 
wars granted &s fellows: Rewdontial - 60% Agricultural - 60% 

Weatian 

Agriculture and Grazing - 0.01836 per Rand 
Parks Board - 0.2546 per Rand 

Hospital, Administration S Education - 0,042040 per Rand 
Commerical & Light Industry - 0.2546 per Rand 
General Residential - 0,03450 per Rand 

The State receives a rebate of 20% on their properties in terms of the 


RATING OF STATE PROPERTY ACT (ACT 76 OF 1984) 

2006 

2005 

REMUNERATION 

COUNCILLOR'S 

Mayor 

Deputy Mayor 

Speaker 

Pension Fund Contributions 

Councillors 

Allowances 

R 

179430 

143 544 

143 544 
116689 

405 277 

396 442 

— rSBTW 

R 

133 560 

135 738 

136 643 
111 741 
370 939 
491 266 

1 380 250 

MANAGEMENT 

Municipal Manager 

Departmental Directors 

Pension Fund Contributions 

451 000 

1 624 000 
110108 

— irrerroff " 

415 903 

1 379 964 
112 482 

1 906 346 

AUDITORS’ REMUNERATION 

Audit Fees Current Year 

Underprovision Prior Year 

301 595 

331 063 

301 595 

331 063 

FINANCIAL TRANSACTIONS 

Total external interest earned or paid: 

Interest Earned 

1 288 160 

1 350 185 

Interest Paid 

- 

360 

Capital Charges debited to operating account: 

Interest: 

External 

Internal 

Redemption 

External 

Internal 

Deferred charges written off 

3 987 733 

3166177 

360 

4 066 569 

3 244 571 

7153&10 ■ 

7 344 500 

APPROPRIATIONS 

Appropriation account 

Accumulated surplus at the beginning of the year 
Appropriations for the year; 

Operating surplus/(deficit) for the year 

Prior year adjustments 

Accumulated surplus at the end of the year 

Operating account 

Capital expenditure 

174 291 

474 899 
(5 343 903) 

7 833076 

1 030 379 
(8 689163) 


174 291' 

42147 

46124 


Contributions to: 



Dedicated Housing Account 

1 692 

64 

1 692 

Provisions 

1 418 000 

2 109 775 

Reserves 

- 

- 

Capital Development Fund 

2 594 500 

2 452 140 

Loan Redemption Fund 

820 

— 4657150 ■ 

BOO 

4616 531 


CASH GENERATED BY OPERATIONS 
(DBficit)/SurpluB for year 

Adjustments in respect of: 

Previous years' operating transactions 

Appropriations charged against income: 
. Dedicated Housing Account 
. Capital Development Fund 
. Loan Redemption Fund 
. Provisions and Reserves 
. Fixed Assets 
Capital Charges: 

. Interest paid: 

• to internal funds 

- on external funds 
. Redemption 

of internal advances 

- of external loans 

Investment income (operating account) 
Nomoperatlng income; 

. Accumulated Funds 
. Provisions and Reserves 
, Public Improvement Fund 
Non-operating expenditure: 

. Accumulated Funds 
. Public Improvement Fund 
. Provisions and Reserves 
Other 


2006 2005 

R R 

474 899 1 030 379 


(5 343 903) 


4 

057 

159 


1 

692 

2 

594 

600 



820 

1 

418 

000 


42 

147 

7 

153 

910 

3 

987 

733 

3 

166 

177 


(2 525 362) 
13 951 


442 327 
(1 009 839) 

3253142 


(8 689 183) 


4 610 531 



1 

692 

2 

452 

140 



800 

2 

106 

775 


46 

124 

7 

344 

500 

4 

099 

569 



360 

3 

244 

571 


(3 179 254) 


(347 009) 
(80117) 
(1 050 403) 
931 




(INCREA8E)/DECREASE in working capital 
( lncrease)/decraase in inventory 
(IncreaseVdecroase in debtors 
lncrease/(decrease) in creditors, consumer deposits 


36 343 
(7 469 333) 
(8 963 351) 




393 434 
1659110 
16145 711 
18198 255' 


INCREASE/(DECREASE) in long-term loans (EXTERNAL) 
Loans raised 
Loens repaid 

INCREASE/(DECREASE) IN SHORT-TERM LOANS (EXTERNAL) 
Loans raised 
Loans repaid 

(INCREASE)/DECREASE IN EXTERNAL INVESTMENTS 
Investment realised 
Investment made 


60 864 000 


2 220196 
18 755278) 


(INCREASE)/DECREA8E IN CASH ON HAND 
Cash (overdraft) balance et the beginning of the year 
Cash (overdraft) balance at the end of the year 


(89 603) 
(1 727 713) 

Meisufl' 


(2 557 055) 
(89 603) 





This Council holds a current account with First National Bank. 
The opening balance on 01/07/05 was R 1 603 929 
and the closing balance on 30/06/06 was R 211 510 




2006 

RETIREMENT BENEFITS R 

The last actuarial valuation of the NJMP Funds was done 
as at 31 March 2004. This valuation disclosed a surplus of 
R 203 170 million for the Provident Fund and deficits of 
R 130 617 million for the Superannuation Fund and 
R 208 436 million for the Retirment Fund. A valuation of 
the MCPF for the period ended 30 June 2000 reflects a 
surplus of R261 .719 million. 

CONTINGENT LIABILITIES AND CONTRACTUAL OBLIGATIONS 
Guarantees by Council in respect of Building Society and 
Commercial Banks housing loans to officials 

No litigation against the Umtshezi Municipality is in progress. 

It is Council's policy to cany a reserve of 50% of outstanding 
leave. The provision amounts to R 1 206 035 as at 30 June 
2006 and the accumulated leave was R 2 338 860. 


2009 

R 


84 000 


CAPITAL COMMITTMENTS 

Committments in respect of capital expenditure 
Approved and contracted for 
Approved but not yet contracted for 


1 4 574 000 16 843 000 


This expenditure will be financed from; 
Internal Sources 
External Sources 


7 749 000 8 418 000 

6 825 000 8 425 000 

14 574 000 16 645 0017 


CAPITAL DEVELOPMENT FUND 

Outstanding advances to borrowing services 

Accumulated fond 

Less; External Investments 

(Refer to Appendices A & B for more detail) 

PUBLIC IMPROVEMENT FUND 
Outstanding advances to borrowing services 
Accumulated fund 
Less: 

External Investments 
Invested in Assets 
Debtors 

(Refer to Appendices A & B for more detail) 


66 238 964 61 536 847 

29 625 025 25 269 748 

36 613 936 36 267 099 


18 205 676 17 432 686 

(15 496 413) (14 433 763) 


11 556 718 


10 622 831 

3 080 709 


3 138 060 

858 986 


672 872 


7706553 5 658 957 



66 


APPENDIX A 

STATUTORY FUNDS, RESERVES AND PROVISIONS 



Balance at 

30/06/2005 

Contributions 
during 
the year 

Interest 

on 

investments 

Other 

income 

Expenditure 
during 
the year 

Balance at 

30/06/2006 


R 

R 

R 

R 

R 

R 

STATUTORY t^UNOS 







Capital Developmant Fund 

61 636 847 

2 594 500 

2107 618 

- 

- 

66 238 964 

Dedicated Mousing Account 

2 360 444 

1 692 

64110 

190 407 

1 168 898 

1 447 755 

Loan Redemption Fund 

72 

820 

- 


- 

691 

Public Improvement Fund 

17 432 686 

- 

368 014 

442 327 

57 350 

18 205 676 

61 330 049 

2 597 012 

2 559 742 

632 734 

1 226 248 

85 893287 

RESERVES 







Estates 

166 895 

- 

4 202 

- 


171 097 

Repairs and Maintenance 

1 018 691 

- 

25 649 

- 

37 178 

1 007 162 

Vehicle Insurance 

451 775 

- 

11 375 

- 

15 000 

448150 


1 637 361 

- 

41 226 

- 

52178 

1 626 410 

PROVIStONS 







Audit Fees 

542 247 

100 000 

13 654 

- 

301 595 

354 305 

Leave 

1 439448 

300 000 

36 243 

- 

569 656 

1 206 035 


1 981 695 

400 000 

49 897 

- 

871 251 

1 560 340 

Bad Debts 

~ 6 851 672 

1 018 000 

172 518 

- 

16 555 

8 025 835 




































APPENDIX B 

EXTERNAL LOANS AND INTERNAL ADVANCES 


EXTERNAL LOANS 

Balanca 

at 

30/06/2006 

Received 
during 
the year 

Redeemed 
or written 
off during 
the year 

Balance 

at 

30/06/2006 

LOCAL REGISTERED STOCK 

Endumeni Municipality 

R 

7 200 

R 

R 

R 

7 200 

7^ 

- 

- 

7 200 






INTERNAL ADVANCES TO 
BORROWING SERVICES 

Balance 

at 

30/06/2005 

Received 
during 
the year 

Redeemed 
or written 
off during 
the year 

Balance 

at 

30/06/2006 


R 

R 

R 

R 

Capital Development Fund 

36 267 099 

2 717 422 

2 370 586 

36 613 936 

Loan Redemption Fund 

- 

- 

- 

- 

Public Improvement Fund 

2 998 923 

- 

269659 

2 709263 

Revenue Account 

2 320 733 

220184 

505 932 

2 034 985 


41 586 756 

2 937 806 

3 166 177 

41 358 184 




i 
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APPENDIX C 

ANALYSIS OF FIXED ASSETS 


Expandltuni 

2005 

Sorvicfl 

Budget 

2006 

Balance 

at 

30/06/2005 

Exp*ndttui« 

200$ 

Written Off 
transferred 
redeemed or 
diflposed of 
during the 
year 

Balance 

at 

30m6/2006 



R 

R 

R 


R 

6 013 473 

RATE AND GENERAL SERVICES 


74 522 133 



78 604 880 

5 906 979 

Community Services 

11 230 000 

70 902 300 



74 867 621 

- 

Counoils' Ooneral Expenses 

909 000 

441 866 


- 

441 686 

1 495 

Haalth Services 

2 000 

314 932 


- 

316 427 

1 759 

Protection Services 

307 OOO 

1 353147 


- 

1 355 234 

5 270171 

Public Works 

6 565 700 

46 005 817 

3 009 978 

83 579 

48 932 216 

1 919 

Corporate Services 

13 300 

182 539 

10 689 

- 

193 227 

- 

Town Estates 

3 000 

2 092756 

- 

- 

2 092 756 

3Bd 845 

Finance 

925 000 

4 333 366 

451 625 

- 

4 785191 

45 841 

Civic Buiidings 

29 000 

6 994 346 

512 330 

- 

7 506 676 

- 

Wembezi 

10 000 

409 311 

3418 

- 

412 729 

- 

Weenen 

2 000 

344 090 

- 

- 

344 090 

134 761 

Library 

11 000 

1 646 369 

3179 

- 

1 649 546 

62188 

Parks and Recreation 

2 453 000 

6 783 742 

43 900 

- 

6 827 641 

mm 

Subaldlsed Services 

1 038 000 

1 540 $S0 

5 628 


1 546 308 


Health Clinic 


172 381 

4 673 



IHH 

Fire Protection 

■M 

977 716 

- 


KB 


Museum 


390 585 

955 


KB 

5 405 

Economic Services 

1 773 000 

2179154 

4 520 

82 723 

2 100 951 


Cleansing 

1 773 000 

2 179 154 

1— 1 

82 723 

2 100 951 

mm 

HOUSING SERVICES 

mi 

384 806 

■■ 

8 222 

376 582 


Economic Housing 


1 364 8051 


1 8 2221 

1 376 5$2| 

2 328 653 

TRADING SERVICES 

2 802 000 

32 728 509 

2 59$ $13 

WBi 

35 326 122 

2 32B 653 

Electricity 

2 802 000 

■uui 

2 598 613 

SI 



PUBLIC IMPROVEMENT FUND 

- 

3136 060 

- 

57 350. 

3 080 710 


TOTAL FIXED ASSETS 







LESS: LOANS REDEEMED AND 






9 43813$ 

OTHER CAPITAL RECEIPTS 


68 808 607 

7 66$ 141 

- 

76 474 74$ 


Loans redeemed and 






3 244 570 

advances paid 


35 508 503 

3 166 177 

- 

38 674 676 

46124 

Contributions ex operating income 


887 879 

42147 

“ 

930 026 

6 147442 

Grants and subsidies 


31 190 852 

4 457 817 

- 

35 648 669 

- 

Public contributions 


963 297 

- 

- 

963 297 

- 

Miscellaneous 


258 076 

- 

- 

258076 

(1 196 010) 

NET FIXED ASSETS 


42 062 901 

(1 018 47$) 

231 874 

40 814 847 
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APPENDIX D 

ANALYSIS OF OPERTING INCOME AND EXPENDITURE 
FOR THE YEAR ENDED 30 JUNE 2006 


Actual 

2005 


Actual 

2006 

Budget 

2006 

R 


R 

R 


INCOME 



6 578 005 

Grants and Subsidies 

7 803187 

8 362 894 

6 498 721 

Central Government 

7 577 630 

8138 894 

79 284 

Provincial Government 

225 557 

224 000 

- 

Joint Services Board 

- 

- 

78693 083 

Operating Income 

82 488 539 

79640 879 

18610 331 

Assessment Rates 

19 665 643 

20 180 507 

43 899 727 

Sale of Electricity 

47 323 633 

46 330 000 

10 260 433 

Income from Tariffs and Sen/ice charges 

8 809 213 

7 292 230 

3 000 000 

Relief of Rates 

3 000 000 

3 000 000 

135 406 

Departmental 

167 460 

163 902 

2 787 186 

Other Income 

3 522 591 

2 674 240 

3179 254 

Interest earned 

2 525 362 

2 334 000 

88 450 342 



»»W***" 


EXPENDITURE 



27 916425 

Salaries, Wages and Allowances 

29 832 277 

33 553 915 

45 571 324 

General Expenses 

48 410 706 

47 047 580 

32 733 098 

Purchase of Electricity 

34 861 639 

34 300 000 

12 838 226 

Other general expenses 

13 549 067 

12 747 580 

7 324 264 

Repairs and Maintenance 

8 012 465 

7 653 590 

7 345 299 

Capital Charges 

7 154 730 

6 905 352 

46124 

Contributions to Fixed Assets 

42147 

83 000 

4 563 607 

Contributions to Funds 

4 014192 

1 582 500 


Gross Expenditure 

97 446 618 

96 825 937 

5 347 079 

Less: Amounts re-charged 

5 124 329 

7 022 299 

87 419 964 

Net Expenditure 

92 342 189 

89803 638 
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APPENDIX E 

DETAILED INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2006 


2005 

Acutal 

Income 


R 

43 180 306 
36 822 761 


18 610 331 


242 588 
142 888 
5 909 
278 652 
11 559 189 

5 682111 
14 640 
89 825 
22 669 
173 959 


2D0E 

Actual 

Expenditure 


2005 

Surplus/ 

(Defictt) 




7 761 028 
628179 

2 067 771 
7 155 774 

3 098 555 
473 195 

2 813 798 
170 525 
1 487 939 
950 755 
1 924 960 
1 134 946 
5 246 978 


18 610 331 
(7 761 028 ) 
(628 179) 
(1 825 183) 
(7 012 886) 
(3 092 646) 
(194 544) 
8 745 391 
(170 525) 
4 194 172 
(936 115) 
(1 835 136) 
(1 112 279) 
(5 073 019) 



2006 

Actual 

Income 


RATE AND GENERAL 

SERVICE 

R 

44 043 441 

Community Services 

3E 410 fiSO 

Assessment Rates 

19 665 643 

Councils* General Expenses 

- 

Health Services 

- 

Protection Services 

199 872 

Public Wortcs 

136 909 

Corporate Services 

7 388 

Town Estates 

321 034 

Finance Department 

9 121 688 

Weenen 

- 

WembezI 

6 598 215 

Kwanobamba 

14 640 

Civic Buildings 

123 835 

Library 

26 209 

ParKs & Recreation 

195 227 

Subsidised Services 

1 086 625 

Health Clinic 

980 270 

Fire Brigade 

24 798 

Museum 

81 567 

Economic Services 

6 548158 

Cleansing 

3 826 883 

Licensing 

2 719 273 

Pound 

- 


2006 

Actual 

Expenditure 



7 024 395 

1 524 198 

2 152 594 

8 820 833 
3128 932 

448 004 

3 249 575 

97 106 
1 294 919 
306 257 
1 931 877 
1 205 811 
5 312 606 


Surplus/ 

(Deficit) 


R 

134 B15 
(86 447) 


19 665 643 
(7 024 395) 
(1 524 198) 
(1 952 722) 
(6683 924) 
(3 121 544) 
(126 970) 
5 872113 
(97 106) 
5 303 296 
(291 617) 
(1 808 042) 
(1 179 602) 
(5117 379) 



20 180 507 
(4175 073) 
(1 175 074) 
(2163 014) 
(8 623 592) 
(5118 468) 
(215 799) 
9 598 022 
(99 036) 
2 614 024 
(370 734) 
(1 589 505) 
(1 335 197) 
(4 969 546) 


(1 239 2B1) 


(311 373) 
(710 875) 
(217 033) 


236 450 


185 8221 HOUSING SERVICE 


230150 



45 033 578 44 939 605 


45 033 578 44 939 605 


88 450 342 87 419 964I 



TRADING SERVICE 

93 973 [Electricity 

1 030 379 TOTAL 

Appropriations for this 
year - Refer to Note 1 8 
Net surplUB/(deflclt) 
for the year 

Accumulated surplus/ 
Accumulated (deficit) 

7 833 076 beginning of the year 

ACCUMULATED 
SURPLUS/(DEFICIT) 
174 291 END OF YEAR 


48 643 496 48 387104 

48 543 496 I 46 387 104 

62 817 088 92 342189 


158 3921 

1 (432 642) 

1 

166 392 

IKE^SII 

474 899 

534135 
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STATISTICAL INFORMATION 
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General Statietics 

2006 

2006 

a) Population 

55 000 

55000 

b) Valuation of Properties 

Rateable 

456 025 300 

448 093 000 

Non-Rateable 

49 913 270 

48 634 770 

c) Number of Properties 

Proclaimed erven as at 30 June 2004 

8 823 

8 773 

d) Number of Rated Properties 

Residential 

8 008 

7 958 

Commercial 

300 

300 

Industrial 

125 

126 

Agricultural 

200 

200 

Prison and Police 

4 

4 

Other 

186 

166 

e) Assessment rates: Cent in the rand. 

Estcourt/ Wembezi 

Land 

0.3696 

0.3471 

Improvements 

0.009234 

0.00867 

Weenen/ Kwanobemba 

Land 

Agricuttural/ Grazing 

0.01838 

0.01728 

Industrial/ Commarclal/ Parka Board 

0.2546 

0.23911 

Hoapital/ Education/ Administration 

0.04020 

0.03780 

Residential 

0,03450 

0.03240 

f) Number of employees 

352 

306 


Electricity Statistics 

a) Number of u&ar? 

2 b) Units bought 

c) Untts sold (kw) 

d) Units lost in distribution (kw) 

e) Percentage lost in distribution 

f) Cost per unit sold (R) 


Sundry Statistics 

a) Area 2Z5^ kmsq 2 351kmsq 

3 b) Number of registered voters 33 24 716 

c) Fire service - Units ^ 5 

d) Building survey 

(i) Number of plans passed 1 B7 85 

(ii) Value of plans passed R 146 321 008 R 9 460 000 

e) Parks and Recreation 

(i) Number of developad parks 8 8 

(ii) Nature Reserve 2 2 

(iii) Number of swimming poois 2 2 

(iv) Number of Sportsfields 10 1 S 

f) Library - Books issued 90 336 107 262 

g) Cleansing - Refuse removed and dumped (cubic metres) 1 1 1 930 63 636 m3 

h) Roads - Kilometre roads repaired/constuct^ 4 7 

i) Housing - 

Number of houses rented 37 38 

Number of housing loans 55 57 



